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E.O. 11652: N/A 
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SUBJECT: GOVERNMENT DIRECTIVE ON PRICES AND WAGE COSTS 

1 . GOP PUBLISHED IN MARCH 6 "DIARIO DA REPUBLICA" DIRECTIVE 
ON PRICE POLICY IN RELATION TO WAGE COSTS. IN DETERMINING 
PRICES OF GOODS AND SERVICES SUBJECT TO PRICE REGULATION, 
GOVERNMENT WILL CONSIDER ONLY WAGE COSTS AT LEVEL PROVIDED 
IN SECTOR'S LABOR CONTRACT. WAGES PAID IN FUTURE ABOVE CON- 
TRACT LEVEL WILL, THEREFORE, HAVE TO BE ABSOREBED FROM PROFITS 
RATHER THAN BEING PASSED ON IN PRICE INCREASES. RETROACTIVE 
PAY INCREASES OF MORE THAN THREE MONTHS WILL ALSO NOT BE 
CONSIDERED AS WAGE COSTS IN DETERMINING PERMISSIBLE PRICE 
INCREASES. 

2. COMMENT: MANY COMPANIES ROUTINELY PAY WORKERS HIGHER 
SALARIES THAN THOSE STIPULATED IN UNION CONTRACTS. THIS 
DIRECTIVE PROMISES BOTH A SQUEEZE ON PROFITS AND A HARDER 
POSITION BY EMPLOYERS IN WAGE NEGOTIATIONS. THE GOVERNMENT 
INTENDS BY THIS DIRECTIVE TO HOLD THE LINE ON PRICE INCREASES. 
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